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A REPORT ON ECONOMIC CONDITIONS IN CANADA

Postwar Economic Trends and Prospects For 1947

The period of reconversion may now be considered over.

There is every indication that Canada has entered a period
of high production and will reach stiU higher levels in 1947
unless the upward trend is abruptly reversed by a decline

in the United States.

The enormous productive capacity which was developed
during the war, and which is continuing to expand in terms
of increased labour force, greater number of plants, and
higher output per man-hour, is now available to provide
improved living standards. Unless this is done, Canada
will be faced in the not too distant future with economic
collapse—unemployment, declining incomes, and the loss

of potential output of badly-needed goods. Living
standards (which means consumer purchasing power) must
keep pace with increased productive capacity.

Already there are strong indications of a growing un-
balance in the Canadian economy, involving decreased pur-
chasing power, and inevitable collapse. Prices have been
mounting steadily.

By December 1, 1946, (when the 1946 wage campaign
was virtually completed), the real earnings of all Canadian
wage and salary earners were 80 cents per week lower than
at V-E Day, according to the official government figures,

which underestimate the actual increase in living costs. For
wage and salary earners in manufacturing, the drop in

real earnings was $1.40 per week, and for wage-earners
alone in manufacturing, $2.08. (For detailed calculations
see the section on Wages.)

Prices are still rising, and apparently will continue to
rise even faster. The report of the Bank of Canada states

that the spread between Canadian and American wholesale
prices "could not be maintained indefinitely, even if con-
trols were retained in Canada." At a recent press con-
ference (Toronto Daily Star, February 12), the Governor of

the Bank put this even more sharply: "In due course, our
Canadian prices can't differ a bit from the U.S. price
level." Raising Canadian prices to the United States level

would, on the basis of present prices in the two countries,

require an increase of about 20% in Canadian prices.

On the other hand, the profits of industry before taxes
were higher in 1946 than in 1945, in spite of material short-

ages and of disruptions in production which industry itself

provoked by its refusal to negotiate in good faith on the
workers' post-war demands. With the present high level

of production, 1947 will certainly be a much more profitable

year for Canadian business than 1946 or 1945. The in-

crease in profits after taxes will be even more striking be-

cause of the reduction already made in corporate income
and excess profits taxes.

During the war, a large part of Canadian productive
effort went into the production of war goods. Full em-
ployment and a high national income were reached and
maintained because of the unlimited demand of the govern-
ment for goods, backed by unlimited purchasing power.

Merely maintaining the wartime level of consumer pur-

chasing power would not begin to meet the problems of

1947. Today, full employment and a high national income
depend on greatly increasing the purchasing power of the

workers and farmers who make up the great majority of

the Canadian people, or, in other words, on greatly im-
proving the living standards of the people.

Full employment today requires a much higher level of

employment on peacetime work than ever before. This is

necessary both because the labour force available for peace-

time production today is greater than at any time during the

war (due to shifts out of war work, the return of men and
women from the services, and also to the natural increase

in population) and is still increasing, and also because,

with increasing productivity, each member of the labour

force can turn out larger quantities of goods in an hour of

work.

This increased labour force, working in Canada's greatly

expanded and modernized industries, will be turning out

quantities of peacetime goods far beyond anything pro-

duced before or during the war. These goods must find

a market, mainly a consumer market, if full employment
is to be maintained.

Part of the increased output of goods will undoubtedly
find markets in a further industrial expansion in Canada
(building more new plants and producing more new machin-
ery, etc.) and part in exports to other countries, but these

cannot fill the gap between the value of potential produc-

tion and present levels of consumer purchasing power.

Moreover, large scale industrial investment and export

trade cannot be relied on as permanent substitutes for ex-

panding consumer purchasing power at home because they

eventually result in a still greater supply of consumer goods
which must find purchasers.

Consumer purchasing power must be greatly increased

above the wartime level not only to provide more employ-

ment and to assure a market for increased quantities of

consumer goods, but also because increased prices have

already cut the value of each consumer dollar, and further



increases are continuing to cut it. More dollars will be

needed in 1947 to buy even the same quantities of goods as

in 1946.

Wages and salaries, and the income of small business

men and farmers, must provide the basis for this increased

consumer buying power. Mass-production and mass-con-

sumption cannot rely on the higher income groups who
necessarily turn a disproportionate amount of their income

back into investment. If the workers and farmers of Can-

ada, the great majority of the Canadian people, cannot

afford to buy the consumer goods that are being pro-

duced, there cannot be sufficient market for the goods—
the industries will contract, the workers will be left without

jobs, and our great productive capacity of men and

machines will be wasted.

The few large companies, closely interlocked, which

concentrated industrial control in their own hands even

before the war and have further strengthened their position

during the war and the immediate postwar period, can

weather the storm by following the usual monopoly policies

of limiting production, maintaining prices and selling their

accumulated inventories at these high prices, and securing

high profits on each unit produced. They can shift the

burden of reduced production to the workers in the form of

unemployment, layoffs, and wage-cuts, and at the same

time force their small competitors out of business and so

strengthen their control of industry.

The only real way to assure full employment, high pro-

duction, a high national income, and rising living standards,

is by a vast expansion of consumer buying power in Canada
and throughout the world.

Employment

Full employment in 1947 will require more jobs on

peacetime work than ever before. This extra employment

must in large part be provided in wage and salary jobs.

The Bank of Canada annual report includes estimates

of the labour force for November, 1946, April, 1945, and

June, 1939. These figures, together with an estimate for

October, 1944, the peak of the wartime labour demand
(taken from Canada at War, Recapitulation Issue, No. 45,

1945), are shown in the following table:

Labour Force Estimates

June 1939 Oct. 1944 Apr. 1945 Nov. 1946

Total population over 14 8,260,000 8,904,000 8,950,000 9,160,000

Not in labour force (stu-

dents, homemakers, wom-
en in agriculture, and

others) 3,910,000 3,748,000 3,870,000 4,370,000

Total labour force 4,350,000 5,156,000 5,080,000 4,790,000

Employers, workers on

their own account 490,000 433,000 440,000 510,000

Agriculture (farmers, and

farm workers, male) 1,210,000 1,025,000 1,010,000 960,000

Armed Services 10,000
.

777,000 740,000 50,000

War industry • 994,000 900,000

Wage and salary earners in

civilian industry 1,990,000 1,866,000 1,910,000 3,150,000

Unemployed 650.000 61,000 80,000 120,000

The number actually employed in November (in the

armed forces, as wage and salary earners, employers, own
account workers, and in agriculture) was 970,000 greater

than in 1939., but 425,000 below the wartime peak. The
increase in the number of wage and salary earners em-
ployed has been particularly striking—1,160,000 above 1939
(58%) and 1,284,000 above wage and salary employment
in civilian work, and 290,000 above the total in war indus-

try and civilian work, at the peak of war production.

Although the great increase in peacetime wage and
salary work has gone a long way to provide work for the

men and women formerly in war-industry and in the armed
services, it has not been enough to offset all the decline

in war-employment and in the totals gainfully occupied

outside of the wage and salary field. This is shown both

in the unemployment figures, and in the lower proportion of

the total population of wrking age considered to be in the

labour force. Certainly the withdrawals from the labour

force have not all been voluntary. In fact, the proportion

the total population of working age considered to be in the

labour force (i.e. gainfully occupied or looking for work)
was slightly lower in November, 1946, than in 1939.

For full employment in 1947, this new high level of

wage and salary employment on peacetime work must be
maintained and even further expanded. Even at that

time there were 120,000 reported unemployed (the latest

figure, for February 6, 1947, is 196,000). Moreover, part

of the withdrawal from industry since the end of the war
has not been the free choice of the workers, and part even
of the voluntary withdrawal is only temporary.

Jobs must soon be found, for example, for many of the

service men and women who have been completing their

education. The population of working age is continuing

to increase, and there will be more new young workers
looking for jobs during the year than there will be older

workers retiring from work. Agricultural employment is

declining, and most of the postwar expansion in small

business has already taken place. So practically all the

new job opportunities needed must be found in wage and
salary employment.

Manufacturing employment in particular will need to

be maintained and expanded. Nearly one-third of the

Canadians gainfully employed in non-farm industries are

in manufacturing. During the past year, employment in

trade and services has expanded more rapidly than in

manufacturing, but this has been in large part the result

of replacing staffs which were greatly reduced during the

war. The employment of wage and salary earners in manu-
facturing at December 1, 1946, was 16% below its wartime
peak, October, 1943 (Dominion Bureau of Statistics, The
Employment Situation in Canada).

Productivity

Full employment in 1947 requires not only jobs for a
larger number of workers than ever before, but also for a
labour force whose members are on the average turning

out more goods per worker in each hour of work.

This increase in man-hour productivity can result in

greater quantities of goods being produced by the same
number of workers working their present hours, or in the

same quantities being produced by the same number of

workers working shorter hours, or in some combination of

the two.

In the first case, purchasing power would have to be
greatly increased in order to provide markets for the goods.



In the second case, purchasing power would at least have
to be maintained at its present level as hours are reduced.
A combination of increased purchasing power and reduced
hours would divide the benefits of increasing productivity
between increased supplies of goods (higher physical
standards of living) and increased leisure. Unless the bene-
fits of increasing productivity are passed on to the majority
of the people in the form of increased purchasing power
and shorter hours, it will lead to unemployment, reduced
incomes, and lower living standards.

Adequate productivity statistics for Canada are not
available at present, although investigations are now being
made by the Dominion Bureau of Statistics. However, it

can be safely assumed that productivity developments in

Canada, both in terms of overall and man-hour produc-
tivity, are at least similar to those in the United States,

where studies have been made over a considerable period.

According to Dr. Julius Hirsch (Barron's Weekly,
November 19, 1945), the United States in 1945 needed
only 36 million people to produce the quantity of goods
produced by 45 million in 1939. Thus, to employ the same
number of people as in 1939, output would have to be 25%
higher, and 25% more effective purchasing power would be
needed to assure a market for the additional goods. If

similar calculations could be made for Canada, the results

would in all probability be very much the same. With our
increased labour force (and further increases expected in

1947) an even greater increase in purchasing power would,
of course, be necessary.

United States studies of productivity show a substantial
upward trend in output for each man-hour of work over
a long period of time, ("Productivity Changes Since 1939,"
United States Department of Labor, Monthly Labor Re-
view, December, 1946). In the manufacturing industries,
output per man-hour increased at an average rate of three
to three and one-half per cent per year from 1909 to 1939.
Although this upward trend is normally fairly steady from
year to year, both in prosperity and depression, it can and
does sometimes increase sharply in a short period, even
in a single year, particularly when there is a sudden and
widespread increase in the use of new and up-to-date
plant and equipment.

We are just entering one of these periods when a sharp
increase in man-hour productivity can be expected. The
Monthly Labor Review article referred to above states that
in American manufacturing industries: "There is every
indication that the advance of productive efficiency is

being resumed and that the rise in productivity will be
unusually rapid during the coming few years."

Among the reasons it gives for expecting this increase
are:

(1) Disappearance of the special wartime difficulties
which hampered productivity gains in the non-muni-
tions industries (e.g., labour and material shortages,
etc.)

;

(2) Intensive use of plant capacity, particularly in indus-
tries whose operations were restricted in wartime;

(3) Experience gained in war-production which can be
applied to peacetime production;

(4) The widespread installation of new equipment, again
particularly in the non-war industries, in which ex-
penditures for new plant and equipment were low

during the war, and much of the plant and equipment
has become worn out or obsolete and is now being
replaced, thus raising the average quality of the equip-

ment in use;

(5) The installation of more modern equipment;

(6) The application of technique developed for war-produc-
tion to peacetime production.

All these reasons for expecting greatly increased output

are equally applicable in Canada. To them should be added:

(7) the increased skills and experience of the workers; (8)

speed-up of the workers; and (9) the use for peacetime
work of much of the new modern plant and equipment
with which large sections of Canadian industry were
equipped during the war (both through government and
private investment).

In January, 1946, A. F. Hinrichs, then Acting Com-
missioner of Labour Statistics for the United States Govern-
ment, stated: "We anticipate an extraordinarily rapid in-

crease in output per man-hour in most industries, and did

experience a similar rapid increase in productivity in the

years immediately following the First World War. It

seems to us that an increase of as much as 30% by 1950

may reasonably be expected."

An increasing share of the increased productivity which
is already developing and which will develop in 1947 and
succeeding years must be directed back into the workers'

pay envelopes. Otherwise, the old cycles of depression,

prosperity, depression will certainly re-establish themselves

very quickly.

Industrial Capacity and Production

Canada's greatly expanded productive capacity in terms
of physical plant and equipment can produce much greater

quantities of goods than before the war. Most of the addi-

tional productive capacity engaged on war-work, plus the

capacity now being developed, is available for a vast ex-

pansion of consumer goods output to provide a much im-
proved standard of living for the Canadian people. Its

full utilization cannot be assured without a great increase

in the purchasing power in the hands of the workers and
farmers to enable them to buy the goods which can be
produced.

According to the December 1946 issue of the Monthly
Commercial Letter of the Canadian Bank of Commerce:

"This country emerged from the late war one of

the leading industrial nations of the world, with a

tremendously expanded productive capacity, and one

of much greater variety. The present industrial

system is capable of turning out about 50 per cent

more civilian goods than in 1939 . . . Much of the

greater and more varied industrial capacity has been
retained for peacetime needs . .

."

The Directorate of Economic Research of the Depart-
ment of Reconstruction and Supply has issued a report on
Location and Effects of Wartime Industrial Expansion in

Canada 1939-1944. Some of the most significant con-

clusions are:

"Canada's manufacturing capacity has, during

almost six years of war, increased at a rate unsur-

passed in her history, hastening the process of in-

dustrialization that had been accomplished during



-he period between World War I and World

War II . . .

"In Canada the most striking result of the war is

the rapid expansion of productive capacity in manu-

facturing industry. Today Canada stands ready

and equipped to produce more goods in more

varieties than at any other previous period . . .

". . . The war, then, as the result of the munitions

programme, saw the emergence of a vastly expanded

industrial structure, much of which it is intended to

retain for peace-time use.

"Up to V-J Day the government spent $706

million on industrial plant expansion, excluding tool-

ing costs ... It is estimated that two-thirds of this

industrial capacity created during the war years can

be put to good use for peacetime productive efforts.

Of course, the present use-value of the original in-

vestment will be considerably less than two-thirds of

the initial expenditure because of the need to allow

for depreciation and obsolescence. An additional

$500 million of war industrial expansion was under-

taken directly by private industry and represents

the amount authorized under the War Exchange

Conservation Act and by the War Contract De-

preciation Board. Information available indicates

that at least 70 per cent of this investment will have

a post-war value."

This large wartime investment by government and

private industry amounted to more than one-third of the

total value of the fixed assets of manufacturing indus-

tries in 1944. (The total value of the fixed assets of

5,862 manufacturing companies out of the 6,046 manu-

facturing companies reporting to the income tax depart-

ment was $3,399 million in the 1944 taxation year—

Taxation Statistics, Department of National Revenue,

Taxation Division, April, 1944.)

In a later report on Reconversion, Modernization and

Expansion (August, 1946) , the Economic Research Branch

of the Department of Reconstruction and Supply indicates

the extent of reconversion and of plans for future modern-

ization and expansion. According to this report:

"Present indications are that reconversion of

productive facilities of manufacturing industries

formerly engaged in war production was about three-

quarters complete by August, 1946, one year after

V-J Day. By the end of 1946, reconversion is ex-

pected to be about 90 per cent completed, and fully

accomplished by Spring, 1947.

". . . In addition, industry has prepared pro-

grammes of modernization and expansion designed

to make Canadian industry more efficient, to serve

better the domestic consumer, and strengthen the

position of this country in international trade . . .

As the sample survey of manufacturing industries

showed, not less than half of the manufacturing firms

surveyed indicated that they were embarking on

programmes of modernization and/or expansion

of their productive facilities in the postwar period.

Of these, about three-fifths have already completed

their programmes or expect to do so by the end of

1946. Most of the remaining companies expect to

complete their modernization and expansion pro-

grammes in 1947, though some have longer-range

projects extending into 1948 and 1949 . .
."

From these reports it is evident that Canadian indus-

try is equipped with productive facilities to turn out goods

in quantities never dreamed of in Canada before the war,

and that these facilities are already in operation or will

to a great extent come into operation during 1947.

This new output is already raising an immediate ques-

tion of markets, a question which will become even more
important during 1947. Part of the new production will,

of course, take the form of industrial equipment and
materials for final processing, and part will be exported.

But demands for plant and equipment for further indus-

trial expansion can absorb only a relatively small part

of potential output even in 1947. The James Committee
estimated that, under conditions of full employment, sav-

ings by Canadian individuals and corporations would
amount to about a fifth of the national income. A survey

by the Canadian Bank of Commerce (see its Montfily

Commercial Letter, January, 1946), indicated that for the

years 1946-1950, investment by private individuals and
corporations, by publicly owned transportation, hydro and
telephone systems, and by governments for highways, all

put together would average only about $620,000,000 a

year. As expansion and modernization are carried through
even large quantities of consumer goods will be appearing

on the market. Export trade also can absorb only a small

part of the potential 1947 production, and can in turn be
sustained in the long run only by an expansion of imports,

including large quantities of consumer goods, which will

also have to be bought out of Canadian consumer purchas-

ing power.

Even today, Canadian export trade is being maintained
by government credits extended to other countries, and
46% of the export credits authorized at the last session

of Parliament ($849.6 millions out of $1,844.5 millions)

have already been used (Financial Post, Feb. 15, 1947).

One potential market of very considerable importance
which has obviously received little consideration is the
U.S.S.R. Out of the total export credits of $1,844.5 mil-
lions, only $3 millions were allotted to the U.S.S.R. and $2.9

millions of that have already been spent.

The 1946 national income figures (released by the
Dominion Bureau of Statistics in February, 1947), were
bolstered to a very considerable extent by continued gov-
ernment spending to maintain Canadian exports by heavy
government loans, gifts to UNRRA, and export credits,

etc. These resulted in a figure for current receipts from
goods sold abroad close to the wartime peak of $3.6 billions.

This total cannot be maintained without a continuation of
large government spending to assist other countries in buy-
ing Canadian products.

Purchasing Power and National Income

National income in money terms has already started

to drop from its wartime peak. Price-increases have
already taken place so the drop in real national income
is actually even greater than the money totals show. With
further increases in employment and prices, an even larger

money national income will be required in 1947. In
order to ensure full employment in 1947, it will be necessary



not only to restore but also to exceed the highest levels

of wartime money national income and gross national

product.

There is every indication that the dcline reported for

1946 would have been greater except for continued high

government expenditures, particularly for service gratuities

and export credits, and loans and gifts abroad. The payment
of service gratuities cannot be expected to operate to any-
thing like the same extent in 1947, and the greater ex-

pansion in export trade may prove equally temporary un-
less further large credits are granted at the present session

of Parliament.

On the other hand, the greatly increased labour force

and industrial capacity should result in a great increase

in production which must find a market. In order to pro-

vide that market, the incomes which bulk largest in per-

sonal expenditure on consumer goods and services will

have to be greatly increased, e.g., salaries, wages, t"he

incomes of farmers and small businessmen and such gov-
ernment payments to individuals as family allowances, and
other social security payments.

National Income in 1946

The most recent estimates of the Dominion Bureau
of Statistics show a 1946 national income of $9.2 billions,

half a billion below the wartime peak of $9.7 billion

reached in 1944, and nearly two and one-half times more
than the $4.2 billion national income of 1939. The pro-

portion of this total going to wage and salary earners and
the members of the armed forces was 60.9% in 1939.

62.5% at the wartime peak, and only 58.9% in 1946.

Total personal income payments to individuals (deduct-
ing personal income taxes from this total gives the total

consumer purchasing power made available during the
year) went up from 1944. This increase was due mainly
to government payments to individuals such as family
allowances, service gratuities, etc., some of which were
purely temporary and will be unimportant in 1947.

Wage and salary payments are by far the most im-
portant item in making up the total of personal income
payments to individuals. It is to wages and salaries, to-

gether with the returns to farmers and individual busi-

nesses, that we must look to assure a sufficient increase in

consumer purchasing power to maintain and expand pro-
duction and employment.

Making certain adjustments to these national income
figures for depreciation costs, etc., the Dominion Bureau
of Statistics obtains figures for gross national product
which can be compared directly with the distribution of

national expenditures. The totals for gross national pro-
duct show a similar trend to those for national income,
rising from $5.5 billions in 1939 to a peak of $11.8 bil-

lions in 1944, then falling off in 1945 and again in 1946
to the 1946 estimate of $11.1 billions, slightly more than
double the total for 1939.

The expenditure side shows a substantial increase in

personal expenditures by consumers, but not nearly enough
to absorb the increased total product. During the war
years, direct government expenditures (war and non-war)
rose from 19% of the total in 1939 to as high as 45% in

1944, while by 1946 they had fallen to a little over 17%.

As this wartime government expenditure declines, the gap
must be filled, partly by increased private investment and
export trade, but mainly by increased personal expenditure
on consumer goods and services.

This calls for a great increase in effective purchasing

power. The most important way to provide this is by
increased wages and salaries, the basis for the greatest part

of consumer expenditure (these must also be increased to

make up for most of the sharp decline in military pay
and allowances). It must also be provided by increased

income to farmers and others working on their own account,

and by increased social security payments to individuals

by the government. The increase must be made in the

incomes of the majority of the people, the workers and
farmers who have to spend their small incomes on the

basic necessities for a decent living and who want and
need the consumer goods that can be produced.

Certain employer propaganda organs have attempted
to circulate the belief that Canadian workers have a vast

reservoir of savings, Victory Bonds, etc., which will bolster

consumer purchasing power and provide markets for the

additional goods. In reality, Canadian workers, faced with

declining real wages, possess negligible reserves, and effec-

tive demand is restricted to only a few essentials.

Workers' Savings

Full information on workers' savings is not available in

Canada at the present time. Late in 1943, the Canadian
Publishers' War Finance Publicity Committee sent out a

questionnaire to a cross-section of the Canadian people.

It asked: "If the war were to end tomorrow, and you were

to lose your job, for how long a period of time could you
get along on your present savings?" Of those who replied,

nearly half said six months or less. Subsequent loan cam-
paigns have no doubt improved the position to some extent,

but the most recent figures for savings accounts in the

chartered banks show plainly that most of the people of

Canada have very small savings indeed. Over 87% of the

accounts were in the "$1,000 or less" class, and the average

amount in these was a little over $170. {Financial Post,

March 8, 1947.)

The Canadian pattern is undoubtedly similar to that

in the United States, at least in its general outlines. A
C.I.O. survey in September, 1946, found that 71% of United

States workers' families had less than $300 in savings, and

60% had been forced to dig into their savings or to reduce

their normal rate of savings in order to pay for groceries,

clothing, rent and fuel.

The United States Department of Agriculture reports

(Monthly Labor Review, August, 1946), that in 1945 the

total bank accounts and government bonds of 40% of

American families amounted to only 1% of this type of

savings, while at the other end of the scale 10% of the

families had 60% of the total bank accounts and govern-

ment securities.

The alleged great demand for all types of consumer

goods (including luxury goods) is equally wishful thinking,

with little basis in fact. Demand to be effective must be

backed with dollars to pay for the goods. Moreover, the

alleged demand at this time, after an extended period of

shortages of all kinds in consumer goods, is often duplicate



demand; for example, one individual may have requested

the same article in half a dozen stores. Any programme of

full use of present productive capacity which satisfied

the actual present demand in a few months would be futile

unless at the same time the effective demand for the

future could be ensured through the provision of increased

purchasing power in the hands of Canadian workers.

Prices

Postwar economic struggles have followed a pattern

of rising prices, in which the government, readily acceding

to the pressure of employers, has taken the initiative by
abandoning price-controls. This process has been some-

what retarded by the political pressure of organized Labour,

which in 1946 succeeded in rallying large sections of the

population behind a campaign to hold the price-line.

Notwithstanding this, one section of business after

another has been permitted to raise its prices—a gradual

decontrol policy which has resulted in increasing the price

levels of basic commodities all down the line. The in-

creases already adopted for industrial materials and whole-

sale prices have not yet had their full effect upon retail

prices.

In the Speech from the Throne at the opening of the

present session of Parliament it is revealed that this de-

control policy is to be accelerated, which will result in still

more price-increases during 1947. Since the beginning of

the year, the list of products still under controls has been
drastically limited, and big price-increases have been an-

nounced for many of the products still on the control list

—

suits, shirts, bedding, foods of many kinds, soaps, refrigera-

tors, lead, copper, zinc, among others. The Bank of Canada
annual report forecasts still more drastic price-increases

to bring Canadian prices into line with the high price levels

in the United States. Such increases, as we have already

indicated, would increase the Canadian, price level

about 20%.
Even under the gradual decontrol policy of 1946, the

government's official cost-of-living index, inadequate as

it is, rose more rapidly than in any comparable period

since controls were introduced in 1941. During 1946, this

official index rose 6%, more than the increase in the first

year of the war. Most of this 1946 increase took place

in the last eight months, after the first widespread price-

increases went into effect in April. In the short period
of five months from March 1 to August 1 the index rose

from 120.1 to 125.6, an average of 1.1 points per month.

As the Labour movement has pointed out on many
occasions, this official index does not measure changes
in the real cost of living. At the most it measures changes
in the consumer price level, and even for that purpose it

has many weaknesses. In the United States the term
"cost-of-living index" has been dropped, and the index
comparable to the index which is still known as the "cost-
of-living index" in Canada is now in the United States
called the "consumer-price index."

Even using this official measure of consumer-price
changes, however, it is clear that the money gains made in

1946 by wage-earners in manufacturing were barely suf-

ficient to make up for the increase in prices and reduction
in weekly take-home pay because of reduced hours during
the year. The real value of the average weekly earnings
of all wage and salary earners at the end of the year

(December 1) was actually lower than at February 1. The
detailed calculations are shown below:

All Wage and Salary

Earners, 9 Industries

(DBS The Employment
Situation in Cayiada)

Average weekly earnings,

Feb. 1, 1946 $32.06

Average weekly earnings,

Dec. 1, 1946 34.00

Increase in money earnings

per week $1.94

Less increased income tax re-

sulting from higher earn-

ings ( assuming 2 depend-

ents) .36

Hourly Wage
Earners in Mfg.

(DBS Statistics of

Average Hourly
Earnings)

$30.03 (44.1 hrs.)

32.18 (43.2 hrs.)

$2.15

.16

Less increased prices accord-

ing to the official cost of

living index*

$1.58

1.89

$1.99

1.90

Increase in real weekly income .31 .09

*—Calculated on net earnings after taxes assuming two de-

pendents. All the calculations are made on wage and salary income

only.

For the whole period from the wartime peak to the

end of 1946, the picture would be even less favourable.

The burden of rising prices has, of course, differed from
industry to industry and area to area, both because of the

difference in wage-gains and in hours-reductions during

1946, and also because of the existence of substantial wage-
differentials. For instance, while weekly earnings of wage-
earners in a few industries at December 1, 1946, were
actually slightly higher than two years before, even allow-

ing for the rise in prices (the increases ranged from less

than 1% in cotton yarn and cloth to a little less than 4%
in meat products) , in automobiles and parts it would have
taken an 18.6% increase to bring them back to the Decem-
ber, 1944, level, in iron and steel fabrication 19.5%, in

coal mining 10.4%, in the whole iron and steel group 10.7%,
and in manufacturing generally 8.7%. The increases were
so small that a very slight further rise in the cost of living

would wipe them out completely, and they were nearly

all in industries with notoriously low wages, such as tex-

tiles, and boots and shoes. On the other hand, the de-

creases were usually large, and were almost all in the

higher-paid industries, notably mining, iron and steel.

Preliminary figures for January, 1947, compared with
January, 1945, present on the whole a somewhat more hope-

ful picture; but even so, in most cases a small further rise

in the cost of living would wipe out the gains.

With the abandonment of price-control on the majority

of commodities, and the clear indication that the govern-

ment intends to abandon the remaining ceilings shortly,

real wages will fall sharply in 1947 unless further wage-
increases are obtained.

The Toronto Welfare Council Budget

A more adequate measurement of the real value of

workers' incomes is, in our opinion, the relation between
actual wages and a minimum budget providing for a health

and decency standard of living.

Full information for a comparison of this kind is not
obtainable in Canada at present. The nearest approach is



the Toronto Welfare Council's budget for Toronto, which

provides for a bare minimum of health and self-respect.

There is no regular repricing even of this, and no con-

sistent effort to revise it from time to time to take account

of changes in working and living conditions.

The inadequacy of this budget for a health and decency

standard can be easily seen by a glance at its contents.

For example, the food section does not make any provision

for tea and coffee, the clothing section allows a housewife

only two pairs of cheap shoes a year, and the man of the

family an overcoat only once in four years; there is no

provision for union dues, none for an automobile, and only

$500 of life insurance.

The following statement from the 1944 edition of the

Toronto Welfare Council report clearly shows that the

Council itself recognizes these facts:

"The Committee feels that, if this budget is

studied, it will be generally agreed that no unreason-

able expenditure is included and that many limita-

tions are assumed. The food would have to be

planned, purchased and cooked with the greatest

care, since the money allowed necessitates expert

management on the part of the housewife. The
amount set aside for advancement and recreation is

meagre and would permit only a narrow range of

interests.

"It will be noted no telephone has been in-

cluded in the budget, and that only the barest neces-

sities will be covered by the figure for replacements

and new articles in the operating of the home. The
allowance for medical and dental care is recognized

as inadequate for optimal health. No provision has

been made for maintenance in old age, and the sav-

ings are small when it is considered that they would

have to meet all current emergencies."

Nevertheless, it is possible to get some idea of the

extent to which average money earnings have been falling

behind increasing living costs by comparing average weekly

money earnings in Toronto with the cost of this bare mini-

mum budget. Since the budget has not been repriced

since the spring of 1944 (except for the food section which

is kept up to date monthly by the Visiting Homemakers'
Association) it has been necessary to adjust the budget

figures, as published by the Toronto Welfare Association,

by the official cost-of-living index for Toronto to secure

approximate figures for 1946.

Comparison of weekly earnings necessary for minimum standard of

health and self-respect with net average weekly wages and

salaries paid in Toronto industry, selected years.

1944 1946

(Apr. 1) (Dec. 1)

Weekly cost of minimum health and self-

respect budget in Toronto for family of five

(man, wife, boy 6, girl 10, boy 12) $35.85 $38.23x

Average weekly earnings, Toronto wage and

salary earners - 33.03 34.35

Less unemployment insurance .36 .36

Less personal income taxes (but not com-
pulsory savings which were 35c in 1944) .35 .32

Net average weekly earnings, Toronto wage and
salary earners 32.32 33.67

Amount by which net weekly earnings fall

short of minimum budget 3.55 4.56x

x—Approximate. The December 1, 1946, budget figure is cal-

culated forward from the spring of 1944 using the official cost-of-

living index for Toronto. The resulting budget figure is undoubtedly
underestimated because of the failure of the index to show the full

rise in living costs.

Wages

Wages and salaries are the basis for the greatest part

of consumer expenditure, and the section which most needs

expanding to ensure effective demand.

The potential demand for consumer goods in terms
particularly of the needs and desires of Canadian workers
and farmers is very high. In examining the housing situ-

ation in Canada, for example, the Advisory Committee on
Reconstruction (Housing and Community Planning, March
24, 1944, the "Curtis Report") noted that 36.3% of all

urban dwellings in Canada either lacked a bath-tub or

shower or had to share its use, and that less than 20% of

rural dwellings had electricity. But this potential demand
must be backed by dollars to become effective demand.

The proportion of the national income distributed in

wages, salaries, and military pay and allowances (a large

proportion of the armed forces are normally wage and
salary earners) was lower in 1946 than in 1944, and even

lower than in 1939, in spite of the wage-gains made during

the year.

The total money payroll for wage and salary earners

in Canada (all industries except agriculture) on December
1, 1946, was only 5% above its wartime high of December
1, 1943. During this same period prices had gone up more
than 654%, so the real value of the total payroll was
actually lower than at the wartime peak. Average per

capita earnings were only 3.6% above their wartime peak,

reached at March 1, 1945. There, too, wage-gains had not

been enough to offset increased prices which rose by 7.1%.

From V-E Day to the end of 1946, increases in money
earnings per week in Canadian industry were not suf-

ficient to keep up with increasing prices, as shown in the

following table:

All wage All wage Wage-
and salary and salary earners

earners earners only

(9Indust.) (mfg.) (mfg.)

Average weekly earnings

May 1, 1945 $32.58 $33.59 $32.08

Average weekly earnings re-

quired Dec. 1, 1946, to main-

tain May 1, 1945 standard 34.80 35.88 34.26

Average weekly earnings

Dec. 1, 1946 34.00 34.48 32.18

Decline in real average weekly

earnings 80 1.40 2.08

The figures for money earnings of wage and salary earners are

taken from the D.B.S. reports on "The Employment Situation" for

December, 1946, and May, 1946, and for the earnings of wage-

earners from the D.B.S. "Statistics of Average Hours Worked and

Average Hourly Earnings" for December, 1946, and May, 1946. The
average weekly earnings required at Dec. 1, 1946, to maintain May 1,

1945, standards are calculated by applying the increase in the cost-

of-living index from 119.0 at May 1, 1946, to 127.1 at Dec. 1, 1946.

The overall problems of expanding real wage and salary

purchasing power, both by increasing money-incomes and
attempting to reduce prices, are further complicated by
the existence of substantial wage-differentials. These dif-

ferentials exist not only between industry and industry

but frequently within the same industry for the same class

of workers, and also between regions.
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Hours in Manufacturing Industries

For example, at December 1, 1946, according to the

Dominion Bureau of Statistics Report on Man-hours and

Hourly Earnings, average hourly earnings in manufactur-

ing industries varied from 52 cents in chocolate and cocoa

products to 99 cents in automobiles and parts, and weekly

earnings from $21.48 in chocolate and cocoa products to

$42.18 in pulp and paper. Annual earnings would show

further variations because of the wide seasonal swings in

employment in certain industries, such as automobiles and

parts. Regional variations may be illustrated by a few

examples from the same report. For manufacturing as a

whole, hourly earnings ranged from 67.8 cents in New
Brunswick to 90.1 in British Columbia, and weekly earnings

from $30.71 in Quebec to $35.41 in British Columbia (where

the weekly hours were six less).

Of course, the industries included under "manufactur-

ing" may differ greatly from province to province, and

precise conclusions from the figures for a single month
would in any event be unwarranted. But even allowing for

such qualifications, the spread is very notable. In rough

and dressed lumber, hourly earnings varied from 53.9 cents

in Quebec to 94.2 in British Columbia, with Ontario at 61.3.

Weekly earnings varied from $25.55 in Quebec to $36.40

in British Columbia, with Ontario at $26.24 (for 4.6 hours'

less work than Quebec). Even in pulp and paper, hourly

earnings varied from 81.5 in Quebec to 94.8 in British

Columbia, and weekly earnings from $40.21 in New Bruns-

wick to $43.23 in British Columbia and Ontario (the hours

in British Columbia, however, being 3.8 less than in

Ontario). 31
Labour Costs

Labour costs have played an important part in the dis-

cussion of wages, prices, and inflation in the past few years.

Business and government have gone to great pains to spread

the impression that every increase in wages automatically

increases labour costs, and makes necesary an increase in

price. In reality, there is no such direct relation between
wage-increases and price-increases, partly because prices

are determined by a great many factors apart from costs

(e.g., the relation between demand and supply, profits,

and the opportunities for monopoly price-setting), and
partly because labour costs occupy a very different position

from the one which spokesmen for business and government
assign to them.

Labour cost is the cost of the labour going into each
unit of output, i.e., unit labour cost. A wage-increase
exactly equal to an increase in productivity has absolutely

no effect on unit labour cost. In fact, when productivity

(output per man hour) is increasing, an employer can
increase wages even more than enough to cover the in-

creased productivity without cutting into his profits, be-
cause his overhead cost per unit of output will almost cer-

tainly be going down, too.

Even if unit labour costs are increasing, they do not
necessarily add much to the total cost of a product because,
in most industries, labour cost is only a small part of

total cost. For example, a manufacturer may be selling

a product for $100 when his actual labour cost for that
product is only $25. Even if wages went up 50% and there

was no increase in productivity, his new labour cost would
be only $12.50 more than before. He could pay the same
amount for materials, fuel, equipment and so on as before,

make exactly the same profit, and sell the article for

$112.50—a price increase of only 1254%.

Materials for a full study of unit wage costs are not

immediately available in Canada because we have as yet

little information on productivity (volume of output per

wage earner man-hour of work, which can be compared
directly with average hourly earnings), and little up-to-

date information on total volume of production (which can

be compared directly with total wage-bill).

But, again, United States experience at least indicates

the general trends. Studies by the United States Bureau
of Labor Statistics for 1945 (Monthly Labor Review,
December, 1946) indicate the beginnings of a downward
trend in unit labour costs (in 11 out of 32 industries sur-

veyed) in spite of higher wage-levels.

Commenting on the results of its studies, the United
States Bureau of Labour Statistics draws these significant

conclusions:

".
. . It is to be emphasized that the significance

of unit labour cost changes cannot be judged with-

out reference to other economic changes. One im-

portant comparison is that between unit labour cost

(the amount paid for labour per unit of output)

and prices (the amount received per unit of product)

.

In the limited number of industries where data are

available, there is no evidence to suggest that in-

creases in labour cost over-balanced price-adjust-

ments in the war period, a conclusion buttressed by
the substantial profits reported by all branches of

industry.

".
. . If average hourly earnings remain un-

changed, unit labour cost is reduced as productivity

is increased, and prices can be reduced without any
decline in profits. Where there is competition, it is

likely that savings in labour cost made possible by
productivity increases will be reflected in lower

prices, which benefits all consumers. If effective

competition does not exist, however, and if average

hourly earnings are not increased, the result of gains

in productivity may be an increase in profits.

"Workers benefit through price-declines, to-

gether with all other consumers. A more direct way
in which workers share the benefits of productivity

gains is by way of wage-increases. As output per

man-hour increases, average hourly earnings may
also increase without any increase in unit labour

cost and without any upward pressure on prices or

any reduction in profits. In 1939, unit labour cost in

manufacturing industries was 44 per cent lower than
in 1919 and wholesale prices of manufactured goods,

38 per cent lower. Average hourly earnings, on the

other hand, were 28% higher . .
."

Profits

The complete utilization of greatly increased productive

capacity, together with price increases, have operated to

increase profits greatly above prewar levels, and are cer-

tain to do so even more in 1947.



According to the Bank of Canada Statistical Summary
(November-December, 1946), the 1945 profits of 709 large

Canadian companies were 52.1% above 1939, although 1945

was a reconversion year when full productive capacity was
not utilized. More complete preliminary figures published

by the Department of National Revenue, Taxation Divi-

sion, covering more than 20,000 companies, show very sub-

stantial profits in 1945, even higher than in 1944. Yet in

1944 the fully tabulated companies (18,749 of them) had

a profit of $1,086,505,000, which amounted to more than

12% on their net worth (their capital stock and surplus).

Unfortunately, the figures from the Income Tax Divi-

sion cover only 1944 and 1945, and so cannot be compared

with prewar levels. However, the fact that they show an
increase between 1944 and 1945 where the Bank of Canada
figures show a slight decrease, raises some question

whether the sample of 709 companies used by the Bank
of Canada is fully representative.

The figures above are all for profits before taxes. This

is a more significant profit calculation in relation to

national income and purchasing power than profits after

taxes. It indicates more clearly the extent to which the

returns from production are being diverted away from
wages and salaries where they would be used immediately

and directly as consumer purchasing power into other

channels where they are converted into consumer purchas-

ing power much more slowly, if at all. Profits before taxes

are also a better indication of production trends and busi-

ness prospects than profits after taxes which may show
substantial changes from one year to another simply be-

cause of some shift in government fiscal policy. As the

wartime levels of taxation are reduced, profits after taxes

will, of course, come nearer to the figures before tax. Even
for 1946 they are showing spectacular increases.

Since the beginning of the war-period, profits after taxes

have had little relevance in any discussion of industry's

ability to pay higher wages. In company financial re-

turns, wages are treated as a cost and are one of the many
items deducted from gross income to secure the figure

for profits before taxes. Even if the taxable income of a
company is reduced as the result of a wage-increase, net
earnings after taxes are not necessarily reduced by the same
amount, because the company will be paying taxes on a
smaller total and possibly also at a lower rate. This was
particularly true when the full wartime tax-rates were in

effect, but it still applies in part today. Wherever a com-
pany can recover the whole or a part of extra wage-pay-
ments through a reduction in its taxes, that wage-increase
or part of a wage-increase is not an increased cost and does
not reduce profits.

The indications are, although full information is not
yet available, that increased prices and expanded indus-
trial capacity have increased 1946 profits before taxes
above the 1945 level. From the financial reports now being
published, this appears to be generally true of the com-
panies not directly involved in strike situations or closely

dependent on the products of struck plants, and also of

the companies in which strikes took place in the first half
of the year and which then went into full production for

several months. With excess profits taxes reduced from
100% (20% refundable) to 60%, net profits after taxes
may be expected to show greater increases.

Among the indications noted so far are the following:

(1) Reports of over 100 companies published in the

Financial Post and the Montreal Gazette down to March
18th show net earnings for 1946 about 8% above 1945, and
net profits after taxes about 30% above 1945.

(2) Excess profits taxes calculated in 1946 at the rate

of 60% of excess profits are expected to be as high as in

1945 when the rate of excess profits tax was 80%. See
Financial Post, Feb. 1, 1946, which stated: "The unex-
pected buoyancy of corporation profits in Canada in 1946
now emerges as one important reason for sustained federal

income in the present fiscal year."

(3) Profit levels for 1946, according to Dr. McCann,
Minister of National Revenue, are expected to be at least

as high as in 1945 (Toronto Globe and Mail, January 28,

1947).

Since most of the strikes which took place in Canada
in 1946 were not settled until late in the year, the full

effects of capacity production in the plants involved will

not be reflected in 1946 financial statements even when
they do appear. In the United States, where profit re-

ports are made available quarterly, the profit curve rose

sharply in the first and second quarters following the

major strikes, and a similar trend may be expected in

Canada.

For two important Canadian companies, information is

already available which shows a close parallel with United
States experience. The H. R. MacMillan Export Com-
pany (B.C.), which was shut down for six weeks during

the woodworkers' strike in May and June, 1946, and
which was forced to increase wages by 15 cents per hour for

the latter half of the year, nevertheless had net earnings

nearly 60% above 1945 and approximately doubled net

profit after taxes during 1946. In the case of B.C. Forest

Products Limited, the level of earnings for the last quarter

of 1946 was particularly high. Most of the year's earnings

were made in the last half of the year. The last quarter

earnings were at double the rate of profit anticipated in

the Company's prospectus for the first year of full pro-

duction.

It may be anticipated that the effect of further price

increases, further reductions in corporation and excess

profits taxes (corporation taxes were reduced from 40% to

30% and excess profits taxes from 60% to 45% as of

January 1, 1947), together with increased utilization of

productive capacity, will result in greatly increased profits

after taxes this year. Dividend payments for the first three

months of 1947 show an increase of 11% above the same
period in 1946 (Financial Post, March 1, 1947).

Concentration of Industrial Control

In Canada and International Cartels, the report of the

Commissioner under the Combines Investigation Act,

issued October 10, 1945, the following conclusions are set

out:

".
. . There is need of a clearly defined and

integrated course of government action in regard to

international cartels, as an extension and essential

part of the well-recognized public policy in Canada
to guard against detrimental effects arising out of

the operations of industrial combinations and
monopolies.
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"International cartels, like domestic combina-

tions or monopolies, are found characteristically to

be outgrowths of the tendency toward concentration

of industrial control which has accompanied the

development of modern industry ... In seeking to

eliminate competition, cartels have often caused the

restriction of output, with the consequent main-
tenance of unused industrial capacity and un-

economic utilization of world resources.

"... Difficult or not, it is essential that effective

measures be taken in Canada to the full extent

of national jurisdiction and by collaboration with

other countries to prevent the abuse of monopoly
power, whether such abuse is effected by national

or international combinations of business enter-

prises or by individual dominant concerns. The real

problem is to find methods of retaining the technical

advantages of large-scale undertakings in industries

where these demonstrate their superiority, while

eliminating the restrictive practices by means of

which full advantages might be denied to the public."

This report gives ample illustration of the detrimental

effects to Canada of such restrictive practices of inter-

national cartels as assigning exclusive markets, holding

up new inventions, and supplying the public with inferior

goods when much better quality could readily have been
produced. It does not, however, discuss in any detail the

effects of such restrictions on employment, wages, and
purchasing power. In such an analysis, which is long

overdue in regard to international cartels and also to

monopoly within Canada, both the direct economic effects

of concentrated industrial control and the effects of

monopoly political pressures must be considered.

A study of the report of Reconversion, Modernization
and Expansion by the Department of Reconstruction and
Supply (already referred to in the section on "Industrial

Capacity") indicates very clearly the trend towards even
further industrial concentration in Canada and the result-

ing threat to full employment. Take, for example, this

paragraph:

"The incidence of both modernization and ex-

pansion was about twice as high among the plants

with more than one thousand employees as it was
among those with less than five hundred employees.
On the other hand, the employment-creating effects

of modernization and expansion were proportion-
ately greater among the smaller plants than they
were among the larger plants. These results must
be interpreted with caution, since the labour-saving
effects of new investment programmes are not known.
But the survey seems to indicate that labour sav-
ings resulting from capital outlays on larger plants
are likely to be greater than those resulting from
new investments in smaller plants . .

."

Canadian industry already shows a very high degree
of concentration, as indicated by the following data from
the Department of National Revenue (Taxation Statistics,

issued April, 1946) for the 1944 taxation year, based on
returns to the income tax authorities: less than 1% of

the companies (161 out of 18,749) had profits before taxes
of $1 million or more, but that 1% had 47% of the total

assets, 57% of the total depreciation reserve, 45% of the
total net worth (capital stock and surplus). They ac-

counted for 38% of the total sales and other revenue, 48%
of the total profit before taxes, 63% of the dividends pa.id,

and 51% of the capital expenditures made during the year.

Even these figures do not show the full extent of concen-
tration because they take no account of the close inter-

locking between companies which report separately to the

income tax authorities.

The discussion in this report has necessarily been put
in somewhat general terms, particularly in regard to 1947
prospects, because the statistical material available in

Canada for detailed study is incomplete and not suf-

ficiently up-to-date. If the Labour movement is to play
a positive and constructive part in the economic and social

life of the country, and if it is to frame wise policies to

that end, it must be given adequate and prompt informa-
tion. Adequate statistical information is not a luxury,

but an absolutely essential tool for the maintenance of

industrial harmony and economic and social progress.

The government should give us more information, and
give it more promptly. It should make more adequate
financial provision for the Dominion Bureau of Statistics,

the Research and Statistics Branch of the Department of

Labour, and other statistical services. In particular, it

should collect and publish the data necessary for proper
investigation of the following questions:

Productivity

(a) Productivity trends in Canadian industry.

(b) The probable effects of increased productivity on
employment, production, and purchasing power.

Industrial Capacity

(a) The extent to which the productive capacity of

industry, and of its separate sections, has increased and is

increasing.

(b) The prospects for industrial investment and export

trade, and the extent to which they can be expected to

maintain production.

(c) The effects on actual production of the increases

in capacity which have taken place and are taking place.

National Income and Purchasing Power

(a) The level of national income and gross value of

product necessary to sustain full employment in 1947 and
later years.

(b) The level of consumer purchasing power needed to

provide full employment and utilize productive capacity.

(c) The extent to which consumer expenditures are

being maintained by temporary factors, such as the use

of service gratuities, etc.

(d) The distribution of national income as between
owners and non-owners, and between high and low income
groups.

(e) The distribution of savings as between income
groups, the use of savings by different income groups, aria

1

the extent to which present savings are being used for

consumer purchases.

(f) The extent to which the returns from increased

productivity in industry are being shared by workers.

(g) The share of national income going to wage-earners,

its relation to total personal income payments, and to

consumer expenditures.
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Labour Costs

(a) Trends in labour costs, both over-all and in rela-

tion to specific industries and products.

(b) The ratio of wages to total costs, profits, prices, etc.

(c) The extent to which price increases have exceeded

increases in unit labour costs.

Profits

(a) Trends in profits on a quarterly basis.

(b) Profits of wholly-owned subsidiaries of British,

American, and other foreign firms.

Concentration of Control

(a) The extent to which industrial control is concen-

trated in the hands of large companies and interlocking

groups.

(b) Trends towards still further concentration.

(c) The effects of monopoly control on wages, prices,

profits, output, income of farmers and small business,

over-all purchasing power, employment, and national

income.

(d) The extent of United States control of Canadian
industry and its effects on the Canadian economy.

One important question which we feel should be given

early consideration arises from the section on Costs and
Standards of Living. This is the urgent need for a health

and decency budget or series of budgets for Canada, and
their regular revision and repricing in the light of changing
living and working conditions.

General Summary

The evidence of the separate sections of this report

emphasizes the necessity for immediate positive steps to

increase the purchasing power of the Canadian people
through higher wages and strict control of prices and
profits.

With consumer goods now becoming available in ever-
increasing quantities, rapidly rising prices and falling real

wages make the problem of finding a market for the pro-
ducts of industry increasingly difficult. This problem

will become even more serious during 1947 as the full

effects of increasing industrial capacity and productivity

come into operation.

The evidence of growing unbalance in the Canadian
economy already available for 1946, and indications for

1947, point the way towards a fall in mass purchasing

power at the very time when a substantial increase is

necessary. Prices have been going up steadily and are

still rising. Weekly wages, even with the wage gains of

1946, have at the best barely kept pace with the price-

increases in 1946. From February 1, 1946, to December 1,

1946, the average weekly earnings of all wage and salary

earners rose only 6%, the same percentage increase as

in the official cost-of-living index. Production is in-

creasing, and can be expected to increase still faster in

1947. Profits in 1946 were at a high level and there is

every indication that they will be much higher still in 1947.

The number of wage and salary jobs which must be

assured in civilian work to provide full employment in

Canada is higher than ever before (nearly 25% above 1939

and nearly 70% above the level when wartime demands
were at their peak), and even more jobs will be needed in

1947 because of increases in the labour force and increasing

productivity.

To provide these jobs, national income must be in-

creased even above its 1946 level, which was two and one-

half times higher than in 1939. Moreover, an increasing

proportion of this national income must appear in the

pay envelopes of the wage and salary earners and in the

incomes of the farmers and own-account workers.

Even if prices were to be held at their present levels,

a substantial increase in effective consumer purchasing

power, in other words much higher living standards for

the Canadian people, would be required in 1947 to pro-

vide full employment and make full use of Canada's greatly

expanded productive capacity. Any increase in prices will

require an even greater increase in purchasing power,

particularly in wages and salaries. The maintenance of

full employment in 1947 and subsequent years requires an

immediate and substantial increase in working-class real

purchasing power.
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